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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION
AT RI CHVOND, FEBRUARY 20, 2003
JO NT APPLI CATI ON OF
J. W HOLDI NGS, | NC.
AND

MARI NERS LANDI NG WATER &
SEVEER COVPANY, | NC. CASE NO. PUE-2002-00235

For authority to acquire and di spose
of utility assets pursuant to the
Uility Transfers Act and for the

i ssuance of a certificate of public
conveni ence and necessity pursuant to
Va. Code 88 56-265.2 and 56-265.3

FI NAL ORDER

On April 16, 2002, J.W Holdings, Inc. ("J.W Hol dings"),
and Mariners Landing Water & Sewer Conpany, Inc. (the
"Conpany"), (collectively, the "Joint Applicants”), filed an
application ("Application") seeking authority pursuant to the
Uility Transfers Act, Chapter 5 of Title 56 of the Code of
Virginia ("Code"), and 8 56-265.2 of the Code for J. W Hol dings
to dispose of, and for the Conpany to acquire, certain water
system assets pursuant to a |icense agreenent between the two
parties.

The Joint Applicants al so request that the Comm ssion,
pursuant to 8§ 56-265.3 of the Code, issue the Conpany a

certificate of public convenience and necessity to provide water


http://www.state.va.us/scc/contact#General.htm

service to the residents of Mariners Landing community and
approve the Conpany's proposed rates, rules, and regul ati ons of
servi ce.

On May 6, 2002, the Joint Applicants filed a Motion for
Expedi ted Hearing arguing that the Conpany needed to make
capital inprovenents, and that the pending Application with the
Commi ssion could inpact its ability to obtain financing. The
Joint Applicants requested that a hearing be schedul ed as
expedi ti ously as possible.

The Conmission entered a Prelimnary Order on May 10, 2002,
declaring the Conpany's rates to be interimand subject to
refund while the Staff investigated the reasonabl eness of such
rates. The Conm ssion also directed the Staff to respond to the
Motion for Expedited Hearing. A Hearing Exam ner was assigned
to conduct all further proceedings.

The Staff's Response to the Mdtion for Expedited Hearing
was filed on May 20, 2002. Explaining its role in review ng the
Application and noting that no separate financial informtion
for the water systemexisted, the Staff stated that it would be
unable to performits review and participate in any hearing
schedul ed before Septenber 2002.

On June 19, 2002, the Hearing Exam ner issued a ruling
denying the Motion for Expedited Hearing, scheduling the matter

for hearing on Septenber 19, 2002, and establishing a procedural



schedul e.

On August 27, 2002, the Staff filed a Mdtion for Extension
of Procedural Schedule stating that the enpl oyee responsible for
conducting the audit of the Joint Applicants' financial records
had health issues that precluded himfromconpleting the audit
until m d-Septenber 2002. The Joint Applicants had no objection
to the nodification of the procedural schedul e.

The Hearing Exami ner granted the Staff Mtion for Extension
of Procedural Schedul e on August 28, 2002. The hearing was
reschedul ed for Novenber 14, 2002, and the procedural schedul e
was nodi fied accordingly. Notice of the change was given to the
Conpany's custoners.

On Novenber 14, 2002, the evidentiary hearing was convened
as scheduled. WIlburn C Dibling, Jr., Esquire, appeared on
behal f of the Joint Applicants, and Katharine A Hart, Esquire,
appeared on behalf of the Staff. Counsel for the Joint
Applicants and the Staff presented a Stipul ati on Agreenent
("Stipulation") resolving all of the contested issues between
t hem

Under the Stipulation, the prefiled direct and rebuttal
testinmony of the Joint Applicants and the prefiled direct
testinony of the Staff were admitted into the record w thout
cross-exam nation. The Stipulation further provides that:

(1) The Joint Applicants accept Staff Wtness Arm stead's



accounting recomendati ons on page 11 of his prefiled testinony
and Staff Wtness Tufaro's reconmmendati ons on pages 12-13 of his
prefiled testinony, with the exception of his first
reconmmendat i on;

(2) The Joint Applicants and the Staff agree the $30
mont hly service charge for water service, set forth in the Rate
Schedul e for the Conpany's proposed tariff, should be increased
to $33 per nonth;

(3) The Joint Applicants and the Staff agree to the Tota
Net Utility Plant figure of $99,865 in M. Armistead' s prefiled
direct testinony and further agree this figure will be used as
t he Conpany's | oan bal ance as of June 30, 2002, upon which
interest will be cal cul at ed;

(4) The Joint Applicants and the Staff agree the issue of
t he managenent fee clainmed by the president of the Conpany wl |
be deferred to a subsequent rate proceedi ng; and

(5) The Conpany agrees to refund anmounts coll ected during
the interimrate period in excess of the final rates approved in
t hi s proceedi ng.

Two public witnesses appeared at the hearing and testified
in opposition to the Application. In addition to expressing
concern about the proposed rate and fee increase, Larry Sedell,
Vice President of the Mariners Village Condom ni um Associ ati on,

i ndicated that he believed that under the current netering



schenme that the year-round occupants effectively subsidize the
operations of the rental nanagenment conpany which cleans |inens
for certain units that are rented out between June and
Septenber. M. Sedell alleges that when there is a turnover in
occupancy in one of the units owned by J.W Hol dings, the rental
managenent conpany | aunders the sheets and towels in one of the
units. He believes that during the nonths of July and August,
this usage caused water bills for himand his neighbor to exceed
the allocation per unit and incur an additional usage fee. A
second public w tness, Norman Mattson, vice president and
treasurer and a nenber of the Board of Directors of the Mnoacan
Shor e Honmeowners Association, testified regarding his concerns
about the proposed rates and fees.

The Hearing Exam ner issued his report on January 8, 2003,
finding that:

(1) Adequate service to the public at just and reasonabl e
rates wll not be inpaired or jeopardized by the transfer of
water utility assets fromJ. W Holdings to the Conpany;

(2) Pursuant to the Utility Transfers Act, the Conmm ssion
shoul d approve the transfer of water utility assets fromJ. W
Hol di ngs to the Conpany;

(3) Pursuant to 8 56-265.2 of the Code, the Comm ssion
shoul d i ssue the Conpany a certificate of public conveni ence and

necessity to acquire the water utility facilities fromJ. W



Hol di ngs;

(4) The Comm ssion should require the Joint Applicants to
file a report wwth the Comnm ssion's Director of Public Utility
Accounting within 30 days of the transfer of utility assets from
J.W Holdings to the Conpany notifying the Comm ssion that such
transfer has taken pl ace;

(5) The rates, fees, and terns of service resulting from
the Stipulation are reasonabl e;

(6) The Comm ssion should adopt the Stipulation agreed to
by the Joint Applicants and the Staff; and

(7) The Comm ssion should require the Conpany to inplenent
the Staff's recomrendati ons agreed to in the Stipulation.

The Hearing Exam ner recommended that the Comm ssion adopt
the findings contained in his Report, approve the transfer of
utility assets fromJ.W Holdings to the Conpany pursuant to the
terms of the |license agreenent between the two conpani es, and
grant the Conpany a certificate of public conveni ence and
necessity to operate a water utility. Wth regard to M.
Sedel | ' s conpl ai nt concerning the rental managenent conpany's
| aundry practices resulting in full-tinme residents incurring an
overage charge, the Hearing Exam ner stated that the Staff
shoul d continue to investigate whether each condom niumunit is
being billed for the correct nonthly mninmumallocation in

accordance wth the Conpany's tariff.



NOW THE COW SSI ON, havi ng consi dered the Application, the
Hearing Exam ner's Report, the Stipul ation, and applicable | aw,
is of the opinion and finds that the findings and
recommendati ons of the Hearing Exam ner's Report should be
adopted. We find that the transfer of water utility assets
shoul d be approved pursuant to the Uility Transfers Act. W
find that such transfer will not jeopardize or inpair the
provi si on of adequate water services at just and reasonabl e
rates. W further find pursuant to 88 56-265.2 and 265.3 of the
Code, that the public conveni ence and necessity require us to
issue a certificate to the Conpany to provide water service to
Mariners Landing residents. W wll adopt the Stipulation and
approve the Conpany's proposed rates, charges, rules, and
regul ati ons of service as nodified therein. W wll direct the
Conmpany to inplenent the Staff's recomendati ons agreed to in
the Stipul ation.

Further, we find that concerns voiced by M. Sedell that he
and ot her year-round residents are billed for excessive usage
during the sumrer nonths when the rental managenent conpany does
laundry for certain rental units appear to be legitimte. W
will direct the Staff to study the issue raised in this
proceedi ng of whether the billing allocations are bei ng made
appropriately and report to the Comm ssion.

Finally, as noted on May 10, 2002, we declared the



Conmpany's rates to be interimand subject to refund while the
Staff investigated the reasonabl eness of such rates. For
service connections for other than a single-famly dwelling, the
interimrate was $1,400 for a multi-famly unit and $6, 800 for 1
inch, $12,000 for 1.5 inch, $22,000 for 2 inch, $44,000 for 3

i nch, $68,000 for 4 inch, and $137,000 for 6 inch service
connections. The Stipulation requires that for connections

ot her than a single-fam |y dwelling, the connection charge to be
the actual cost to the Conpany to conplete the connection. W
will direct the Conpany to refund with interest any anounts
above the actual cost to the Conpany received for service
connections other than for single-famly dwellings.

Accordingly, IT 1S ORDERED THAT:

(1) The findings contained in the Hearing Exami ner's
Report are hereby adopt ed.

(2) J.W Holdings is hereby granted authority to dispose
of the assets of its water system as described in the
Appl i cation.

(3) The Conpany is hereby granted authority to acquire
fromJ.W Holdings the assets of its water system as descri bed
in the Application.

(4) A report shall be submtted to the Comm ssion's
Director of Public Utility Accounting no |ater than 30 days

after the transfer of utility assets fromJ.W Holdings to the



Conmpany notifying the Comm ssion that such transfer has taken
pl ace. The report shall detail the date of transfer, sales
price, and accounting entries reflecting the transfer.

(5) The Conpany shall be granted a certificate of public
conveni ence and necessity, Certificate No. W310, authorizing it
to provide water service to the Mariners Landi ng community.

(6) The Stipulation between the Joint Applicants and the
Staff is hereby adopted. The Conpany shall inplenent the
Staff's recommendati ons agreed to in the Stipulation.

(7) The Conpany's proposed rates, charges, and terns of
service as nodified by the Stipulation are hereby approved.

(8) On or before April 18, 2003, the Conpany shall refund
with interest any anmounts above the actual cost to the Conpany
recei ved for service connections other than for single-famly
dwel I i ngs.

(9) Interest upon the ordered refunds shall be conmputed
fromthe date paynent of each bill was due during the interim
period until the date refunds are nmade, at an average prine rate
for each cal endar quarter, conpounded quarterly. The applicable
average prine rate for each cal endar quarter shall be the
arithmetic mean, to the nearest one-hundredth of one percent, of

the prime rate val ues published in the Federal Reserve Bulletin,

or in the Federal Reserve's Selected Interest Rates (" Sel ected

Interest Rates") (Statistical Release G 13), for the three



nmont hs of the preceding cal endar quarter.

(10) The refunds ordered in Paragraph (8) above may be
acconplished by credit to the appropriate custoner's account for
current custoners (each refund category shown separately on each
custoner's bill). Refunds to fornmer custoners shall be nade by
check to the |ast known address of such custoners when the
refund anmount is $1 or nore. The Conpany may offset the credit
or refund to the extent no dispute exists regarding the
out st andi ng bal ances of its current custoners or custoners who
are no longer on its system To the extent that outstanding
bal ances of such custoners are disputed, no offset shall be
permtted for the disputed portion. The Conpany nmay retain
refunds owed to fornmer custoners when such refund anount is |ess
than $1. However, the Conpany shall prepare and nmaintain a |ist
detailing each of the former accounts for which refunds are | ess
than $1, and in the event such fornmer custoners contact the
Conmpany and request refunds, such refunds shall be nade
pronmptly. Al unclainmed refunds shall be handl ed in accordance
with 8 55-210.6:2 of the Code of Virginia.

(11) On or before May 16, 2003, the Conpany shall file with
the Division of Energy Regul ati on a docunment show ng that al
refunds have been lawfully nmade pursuant to this order, and
item zing the costs of the refund and accounts charged. Such

item zation of costs shall include, inter alia, conputer costs,
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t he personnel hours, associated salaries, and costs for
verifying and correcting the refunds directed in this O der.
(12) The Staff shall study the issue of billing allocation
and provide a report to the Conmm ssion.
(13) There being nothing further to be done, this matter is

hereby di sm ssed fromthe Conm ssion's docket of active cases.
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